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-Acceptance that organizations are open systems and in heavy traffic with their environments, which they influence and which, in turn, influence them.
-Cooperation as a function of interdependence and felt mutual interests.
-Prizing of leaders who help to create environments in which decisions can be made, rather than prescribed.
-A climate in which achievement and affiliative motives dominate, rather than power motivations.
Obviously, this implies a totally different management strategy. The outer trappings of MBO in this circumstance might not appear vastly different; but the dynamics of the process and the "feel" certainly would be. The real task would be to negotiate organizational approaches that reflect multiple interests, in which commitment to a decision or objective would have at least equal importance with its quality. It is in (a) a value-the legitimacy of a diversity of interests in the organization and in (b) a skill-to work collaboratively in interdependent situations-that MBO would find a new home. Whether MBO moves in such a radically discontinuous direction really depends on the degree to which we are prepared to recognize organizational goal structures in their full complexity and are prepared to develop -Acceptance that organizations are open systems and in heavy traffic with their environments, which they influence and which, in turn, influence them.
Obviously, this implies a totally different management strategy. The outer trappings of MBO in this circumstance might not appear vastly different; but the dynamics of the process and the "feel" certainly would be. The real task would be to negotiate organizational approaches that reflect multiple interests, in which commitment to a decision or objective would have at least equal importance with its quality. It is in (a) a value-the legitimacy of a diversity of interests in the organization and in (b) a skill-to work collaboratively in interdependent situations-that MBO would find a new home. Whether MBO moves in such a radically discontinuous direction really depends on the degree to which we are prepared to recognize organizational goal structures in their full complexity and are prepared to develop managerial strategies reflective of such understanding and awareness. 3. Ibid., p. 71.
4. The recruitment of these management associates showed rather clearly the extent of the Nixon Administration bias. In an interview in March 1974, Fred Malek stated that managers in the private sector were preferred because their opportunity to learn managerial techniques was better than that of their counterparts in the public service. The interview, interestingly, was videotaped for presentation to an audience of federal administrators. 3. Ibid., p. 71.
4. The recruitment of these management associates showed rather clearly the extent of the Nixon Administration bias. In an interview in March 1974, Fred Malek stated that managers in the private sector were preferred because their opportunity to learn managerial techniques was better than that of their counterparts in the public service. The interview, interestingly, was videotaped for presentation to an audience of federal administrators. Yet today MBO seems to have become more popular in public service institutions than it is in the private sector; it is certainly more discussed as a tool of the public, especially the governmental administrator.
There is good reason for this popularity of MBO in the public sector. Public service institutions need it far more than any but the very biggest and most complex businesses. Public service institutions always have multiple objectives and often conflicting, if not incompatible objectives. While no institution, including business, has truly satisfactory measurements, the measurements generally available to government agencies and other public service institutions, especially in the budget area, rarely have anything to do with performance and goal attainment. Even a fairly small governmental agency, such as one of the smaller and less populous states or a medium-sized city, is a "conglomerate" of greater diversity and complexity than even ITT. The resources of public service institutions are people, and the outputs are rarely "things."
Therefore, direction toward meaningful results is not inherent in the work or in the process itself. Misdirection, whether by the individual employee or by the administrator, is at the same time both easy and hard to detect. Public service institutions are prone to the deadly disease of "bureaucracy"; that is towards mistaking rules, regulations, and the smooth functioning of the machinery for accomplishment, and the self-interest of the agency for public service.
Public service institutions, in other words, particularly need objectives and concentration of efforts on goals and results-that is management. These are, of course, precisely the needs management by objectives and self-control (MBO) promises to satisfy. But the same reasons which make MBO potentially so productive for the public service institution also make it only too easy for the institution to mistake MBO pro- What Are Our Objectives? What Should They Be?
The first result, and perhaps the most important one which the administrator needs to aim at in applying MBO, is the clear realization that his agency actually has no objectives. What passes for objectives are, as a rule, only good intentions.
The purpose of an objective is to make possible the organization of work for its attainment. This means that objectives must be operational: capable of being converted into specific performance, into work, and into work assignments. However, almost no public service agency has operational objectives. To say our objective is "the maintenance of law and order" or "health care" is operationally a meaningless statement. Nothing can be deduced from these statements with respect to the goals and the work needed. Yet these statements are already a good deal more operational, more nearly true objectives, than is commonly found in the objectives statements of public service agencies.
The first result to be expected from management by objectives is the realization that the traditional statement of objectives is inadequate, is indeed in most cases totally inappropriate. The first work to be done is to identify what the objectives should or could be.
The moment this question is raised however, it will also be realized-and this is the second result to be obtained-that objectives in public service agencies are ambiguous, ambivalent, and multiple. This holds true in private business as well.
The hospital, while complex, is still a very small institution compared to most governmental agencies. Yet its objectives are by no means clear. "Health Care" sounds plausible, most hospitals have nothing to do with health care. They are concerned with the treatment and care of the sick.
Clearly, the most intelligent and most effective way to produce health care is the prevention of sickness, rather than its treatment and cure. To the extent that we know how to provide health care it is not, bluntly, the task of the hospital at all. It is done by public health measures such as vaccination, providing pure drinking water, and adequate treatment of sewage. Hospitals, in effect, are the result of the failure of health care, rather than agencies to provide it.
Yet even if the hospital defines its objectives very narrowly, as do the hospitals in the British Health Service, as the "treatment of the sick" (repair of damage already done), the objectives are still cloudy. Is the hospital, as in the traditional concept of the American community hospital, the private physician's plant facility and an extension Similarly, when the police department tries to make operational the vague term "maintenance of law and order" it will find immediately that there is a multiplicity of possible objectives-each of them, ambiguous. "Prevention of crime" sounds very specific. But what does it really mean, assuming that anyone knows how to do it? Is it, as many police departments have traditionally asserted, the enforcement of all the laws on the statute book? Or is it the protection of the innocent lawabiding citizen, with respect both to his person and to his property? Is it safety on the streets or safety in the home, or is it both? Is the primary task the eradication and prevention of corruption within the police force itself? The latter may sound quite peripheral, if not trivial. Yet, in a recent major study of the job of chief of police, sponsored by one of the agencies of the federal government, the experienced police chiefs guiding the study maintained that to rid police forces of corruption was the first, and most important, objective in maintaining law and order.
In attempting to reduce pious intentions to genuine objectives, the administrator will invariably find that equally valid objectives are mutually incompatible or at least, quite inconsistent.
The classical example is the American farm policy of the last 40 years. Strengthening the American farmer was the stated objective from the beginning, before New Deal days. Does this mean protecting the family farmer? Or does it mean making the American farmer efficient, productive, and capable of world market competition? Congress, in writing farm legislation, has always used rhetoric indicating that the purpose of farm policy is to protect and preserve the small family farmer.
However, the actual measures then enacted to achieve this purpose have primarily been aimed at making farming a more efficient, more productive, and more competitive industry, in which the small family farmer has practically no place and may indeed be an impediment to the attainment of the goal.
Thus the most important result of management by objectives is that it forces the administrator into the realization that there cannot be one single objective, notwithstanding the language of policy statements, whether acts of Congress or administrative declarations. To call realization of this fundamental problem a result of management by objectives may seem paradoxical. Yet it may be the most important result, precisely because it forces the administrator and his agency to a realization of the need to think and of the need to make highly risky balancing and trade-off decisions. This should be one of the results management by objectives strives for, which have to be attained if MBO is to be an effective tool which strengthens the performance of the institution.
The next area in which management by objectives has to attain results is that of priorities and posteriorities.
Public service institutions, almost without exception, have to strive to attain multiple objectives. At the same time each area of objectives will require a number of separate goals. Yet no institution, least of all a large one, is capable of doing many things, let alone of doing many things well. Institutions must concentrate and set priorities. By the same token, they must make risky decisions about what to postpone and what to abandon-to think through posteriorities.
One basic reason for this need to concentrate is the communications problem, both within the institution and among the various external publics. Institutions which try to attain simultaneously a great many different goals end up confusing their own members. The confusion is extended twofold to the outside public on whose support they depend.
Another cogent reason for concentration of goals is that no institution has an abundance of truly effective resources. We have all learned that money alone does not produce results. Results require the hard work and efforts of dedicated people; such people are always in short supply.
Yet nothing destroys the effectiveness of com-petent individuals more than having their efforts splintered over a number of divergent concerns-a function of the frustration that results from giving part-time attention to a major task. To achieve results always requires thorough and consistent attention to the problem by at least one effective man or woman.
Finally, and this may be the most important factor, even a unitary, or a simple goal often requires a choice between very different strategies which cannot be pursued at the same time; one of them has to be given priority, which means that the other one assumes secondary status or is abandoned for an unspecified time.
One example of this dilemma, which is familiar to every experienced administrator, is the educational policy in developing countries. That a trained and schooled population is desirable, and is indeed a prerequisite for social and economic development, would be accepted by practically all students of development. However, should primary emphasis be given to the education of a small, but exceedingly capable, elite? Or should the main drive be on "mass literacy"? Few countries can pursue both goals simultaneouslythey must make a choice. If the first course is followed there is the risk of educating people to be highly skilled and at great expense to the country.
The consequences are that the society cannot utilize the expertise it has paid for and cannot provide meaningful jobs for those individuals. The result is then a "brain drain" in which the potentially most productive, most expensive resources of a poor country leave to find opportunities elsewhere for the application of their knowledge.
If the second alternative is being followed, there is the risk of educating large masses of people who are no longer satisfied with traditional employment and/or traditional subsistence standards of living. These people cannot find the jobs they have been trained for and have been led to expect, simply because institutions capable of employing them do not emerge, and the leadership' is missing.
To set priorities is usually fairly simple, or at least seems politically fairly simple What is difficult and yet absolutely essential, is the risk-taking and politically dangerous decision as to what the posteriorities should be. Every experienced admin-
istrator knows that what one postpones, one really abandons. In fact, it is a sound rule not to postpone but to make the decision not to do something altogether or to give up doing something. For in strategy, timing is of the essence. Nothing is usually less productive than to do ten years later what would have been an excellent and worthwhile program ten years earlier.
If an illustration is needed, the fate of so many of President Johnson's programs would supply it.
What made so many of these programs fail is not that they were the wrong programs, or even that they were inadequately supported. They were, in large measure, five or ten years too late. These programs had been postponed, and when the time came to do them, that is when Congress was willing to consider them after long years of resistance, they were no longer the "right" programs.
In addition, public service institutions find "abandonment of yesterday" even more difficult than businesses. Business, of course, does not like to abandon. The product or service that no longer serves a purpose, no longer produces results, no longer fulfills a major need, is usually also the product or service which the people now at the top have spent the best part of their working lives to create and to make succeed. However, in business enterprise, the market eventually forces management to face up to reality and to abandon yesterday.
The Ford Motor Company held onto the Edsel as long as it could-far longer than economic reality justified. The American public had abandoned the Edsel long before Ford management was willing to accept the verdict. Eventually, however, even a very large, strong, and stubborn company had to accept reality.
No such pressure exists as a rule in the public service institution. Indeed, if we had had ministries of transportation around in 1850 or 1900 we might now have in every country major research projects, funded with billions of dollars, to reeducate the horse. In any public service institution, whether government agency, hospital, school, or university, any activity and any service almost immediately creates its own constituency: in the legislature, the press, or the public. Yet nothing is quite as difficult to do as to maintain the moribund. It requires greater energies, greater effort, and greater abilities to sustain an obsolete program than to make effective the responsive and productive program.
Thus, the public service agency is always in danger of frittering away its best people as well as a great deal of money on activities which no longer JANUARY/FEBRUARY 1976 produce, no longer contribute, have proven to be incapable of producing, or are simply inappropriate.
Therefore, essential to management by objectives in the public service agency is the establishment of priorities, decisions concerning areas for concentration.
Equally essential is the systematic appraisal of all services and activities in order to find the candidates for abandonment. Indeed it is wisdom in a public service agency to put each service and activity on trial for its life every three or four years and to ask: if we had known what we now know at the time we established this service, institutions, is to confuse fat with muscle and motion with performance. The only way to prevent this degenerative disease is a systematic procedure for abandoning yesterday, setting specific and courageous goals for abandonment. In this respect, the Budget Reform Act of 1974 may represent the biggest step forward in public administration in many decades, though it still remains to be seen, of course, whether the act will produce the desired results. This Act entrusted the General Accounting Office with the duty of appraising existing programs and projects in the federal service based on their suitability, stated objectives, and appropriateness.
But will the Congress that wrote the Act be willing to face up to its abandonment implications?
The next results are specific goals, with specific targets, specific timetables and specific strategies. Implicit in this is the clear definition of the resources needed to attain these goals, the efforts needed, and primarily the allocation of available resources-especially of available manpower. A "plan" is not a plan unless the resources of competent, performing people needed for its attainment have been specifically allocated. Until then, the plan is only a good intention; in reality not even that.
Finally, management by objectives needs to bring out as a clear result of the thinking and analysis process, how performance can be measured, or at least judged.
It is commonly argued that public service institutions aim at intangible results, which defy measurement. This would simply mean that public service institutions are incapable of producing results. Unless results can be appraised objectively, there will be no results. There will only be activity, that is costs. To produce results it is necessary to know what results are desirable and be able to determine whether the desired results are actually being achieved.
It is also not true that the activities of public service institutions cannot be measured. "Missions" are always intangible, whether of business enterprise or of social service institutions.
Sears Roebuck and Company defined its mission in the '20s as being the "buyer for the American Family." This is totally intangible. But the objectives which Sears then set to accomplish this mission (e.g., to develop a range of appliances that most nearly satisfy the largest number of homeowners a-the most economical price) was an operational objective from which clear and measurable goals with respect to product line, service, assortment, price, and market penetration, could be derived. This in turn made possible both the allocation of efforts and the measurement of performance.
"Saving souls" as the mission of a church is totally intangible. At least, the bookkeeping is not of this world. However, the goal of bringing at least two-thirds of the young people of the congregation into the church and its activities is easily measured.
Similarly, "health care" is intangible. But the goals for a maternity ward which state that the number of "surprises" in delivery must not be more than two or three out of every hundred deliveries; the number of post-partum infections of mothers must not exceed one-half of one per cent of all deliveries; eight out of ten of all premature babies born live after the seventh month of conception must survive in good health are not intangible, but fairly easy to measure. To think through the appropriate measurement is in itself a policy decision and therefore highly risky. Measurements, or at least criteria for judgment and appraisal, define what we mean by performance. They largely dictate where the efforts should be spent. They determine whether policy priorities are serious or are merely adminis-trative doubletalk. For this reason it needs to be emphasized that measurements need to be measurements of performance rather than of efforts. It is not adequate, indeed it is misleading, to use measurements that focus on efficiency of operation, rather than on the services the agency delivers to somebody outside, whether another public service agency or the public. Measurement directs effort and vision. One of the central problems of public service agencies, indeed of all organizations, is the tendency to direct efforts and vision towards the inside, that is towards efficiencies, rather than towards the purposes on the outside for which every public service institu- what he expects will happen and take proper action to see whether it actually does happen.
The actual results of action are not predictable.
Indeed, if there is one rule for action, and especially for institutional action, it is that the expected results will not be attained. The unexpected is practically certain. But are the unexpected results deleterious? Are they actually more desirable than the results that were expected and planned? Do the deviations from the planned course of events demand a change in strategies, or perhaps a change in goals or priorities? Or are they such that they indicate opportunities that were not seen originally, opportunities that indicate the need to increase efforts and to run with success?
These are questions the administrator in the public service agency rarely asks. Unless he builds into the structure of objectives and strategies the organized feedback that will force these questions to his attention, he is likely to disregard the unexpected and to persist in the wrong course of action or to miss major opportunities.
Organized feedback leading to systematic review and continuous revision of objectives, roles, priorities, and allocation of resources must therefore be built into the administrative process. To enable the administrator to do so is a result and an important result, of management by objectives. If it is not obtained, management by objectives has not been properly applied.
What Is Management? What Should It Be?
Management by objectives, similarly, has to attain a number of results to be properly applied. The first result is understanding. Management by objectives is often described as a way to obtain agreement. But this is gross oversimplification. The decision which MBO identifies and brings into focus: the decisions on objectives and their balance; on goals and strategies; on priorities and abandonment; on efforts and resource allocation;
on the appropriate measurements, are far too complex, risky, and uncertain to be made by acclamation. To make them intelligently requires informed dissent.
What MBO has to produce as the first management result is understanding of the difficulty, complexity, and risk of these decisions. It is understanding that different people, all employed in a common task and familiar with it, define objectives and goals differently, see different priorities, and would prefer very different and incompatible strategies. Only then can the decision be made effectively.
The decisions to be made are also of such complexity and of such importance that the responsible administrator would not want to mak them without understanding them. The full complexity of any issue can only be understood on th basis of informed dissent. "Adversary proceedings" are not the best way, as a rule, to make these decisions. Informed dissent is essential where people of good will and substantial knowledge find out how differently they view the same problem, the same mission, the same task, and the same reality. Otherwise, symptoms rather than the underlying problem will be attacked; trivia rather than results will be pursued.
It is almost 50 years since Mary Parker Follett applied the early insights of perception psychology to point out that people in an organization who seem to differ on the answers usually differ on what the right question is. The issues, with which the administrator in the public service institution deals, are of such complexity and have so many dimensions that any one person can be expected to see only one aspect and only one dimension rather than the total concept. However, effective action requires an understanding of complexity. It requires an ability to see a problem in all its major dimensions. Otherwise, a maximum of effort will produce no results, agencies is "lack of direction" or "internal division." What made these older agencies effective, especially in the New Deal days when they reached a peak of effectiveness, was however, Similarly, the Japanese system of "decision by consensus" is often cited these days as an example for the American decision maker. However, the Japanese do not make decisions by consensus, rather they deliberate by consensus. The seemingly long gestation period of a decision in Japanese organizations is devoted to bringing out the maximum understanding within the organization and to enabling those who are going to have to participate in the subsequent action to express their own views of the issue and their own definitions of the question. Consequently, they find out where their colleagues and associates stand, what they feel, and how they feel. Then a decision can be reached which the organization understands, even though large groups within it do not necessarily agree or would have preferred a different decision. Perhaps the greatest strength of the Japanese process is that priorities can actually be set and be made effective.
The second management result of management by objectives is to produce responsibility and commitment within the organization; to make possible self-control on the part of the managerial and professional people.
The advocate of MBO likes to talk about participation. This is a misleading term, or at least an inadequate term. The desired result is willingness of the individual within the organization to focus his or her own vision and efforts towards the attainment of the organization's goals. It is ability to have self-control; to know that the individual makes the right contribution and is able to appraise himself or herself rather than be appraised and controlled from the outside. The desired result is commitment, rather than participation.
For this reason the usual approach of MBO towards goal-setting for the individual or for the managerial component is inadequate and may even do damage. Usually MBO says to the individual manager, here are the goals of this institution. What efforts do you have to make to further them? The right question is, what do you, given our mission, think the goals should be, the priorities should be, the strategies should be? What, by way of contribution to these goals, priorities, and strategies, should this institution hold you and your department accountable for over the next year or two? What goals, priorities, and strategies do you and your department aim for, separate and distinct from those of the institution? What will you have to contribute and what results will you have to produce to attain these goals? Where do you see major opportunities of contribution and performance for this institution and for your component? Where do you see major problems?
Needless to say, it is then the task of the responsible administrator to decide. It is not necessarily true, as so many romantics in management seem to believe, that the subordinate always knows better. However, it is also not necessarily true that the boss always knows better. What is true is that the two, subordinate and boss, cannot communicate unless they realize that they differ in their views of what is to be done and what could be done. It is also true that there is no management by objectives unless the subordinate takes MANAGEMENT BY OBJECTIVES responsibility for performance, results, and, in the last analysis, for the organization itself.
The next results are personnel decisions. As stated earlier, MBO requires allocation of resources and concentration of effort. Management by objectives should always result in changing the allocation of effort, the assignment of people and the jobs they are doing. It should always lead to a restructuring of the human resources towards the attainment of objectives. It is not true, though administrative routine believes it, if only subconsciously, that every existing job is the right job and has something to contribute. On the contrary, the ruling postulate should be: every existing job is likely to be the wrong job and needs to be restructured, or at least redirected. Job titles may be sacred and in every large organization there is an unspoken, but fervent belief that the Good Lord created section chiefs. In reality, job substance changes with the needs of the organization, and assignments, that is the specific commitment to results, change even more frequently.
Job descriptions may be semi-permanent.
However, assignments should always be considered as short-lived. It is one of the basic purposes of managerial objectives to force the question, what are the specific assignments in this position which, given our goals, priorities, and strategies at this time, make the greatest contribution?
Unless this question is being brought to the surface, MBO has not been properly applied. It must be determined what the right concentration of effort is and what the manpower priorities are, and convert the answer into personnel action. Unless this is done there may be objectives but there is no management.
Similarly important and closely related are results in terms of organization structure. If the work in organizations over the last 40 years has taught us anything, it is that structure follows strategy. There are only a small number of organization designs available to the administrator.1 How this limited number of organization designs is put together is largely determined by the strategies that an organization adopts, which in turn is determined by its goals. Management by objectives should enable the administrator to think through organization structure. Organization structure while not in itself policy, is a tool of policy.
Any decision on policy, that is any decision on objectives, priorities, and strategies, has consequences for organization structure.
The ultimate result of management by objec-tives is decision, both with respect to the goals and performance standards of the organization and to the structure and behavior of the organization.
Unless MBO leads to decision, it has no results at all; it has been a waste of time and effort. The test of MBO is not knowledge, but effective action. This means, above all, risk-taking decisions.
The literature talks about MBO often as a "tool for problem solving." However, its proper application is as a means of problem definition and problem recognition. Perhaps even more important, it is a means of problem prevention.
Thus, MBO is not a procedure to implement decision, a systematic attempt to define, to think through, and to decide. Filling out forms, no matter how well designed, is not management by objectives and self-control. The results are! MBO is often called a tool of planning. It is not the same things as planning, but it is the core of planning. MBO is usually called a management tool. Again, it is not all of management, but it is the core of management. It is not the way to implement decisions on policy, on goals, on strategies, on organization structure, or on staffing. It is the process in which decisions are made, goals are identified, priorities and posteriorities are set, and organization structure designed for the specific purposes of the institution.
It is also the process of people integrating themselves into the organization and directing themselves towards the organization's goals and purposes. The introduction of MBO into public service institutions, especially into governmental agencies during the last few years, may thus be the first step towards making public service institutions effective. So far it is only a first step. What has been introduced so far, by and large, is the procedure, and there is danger in procedure being mistaken for substance. Yet the great need of the public institution is not procedure. Most of them have all the procedures they need-the great need is performance. Indeed, performance of the public service institution may be the fundamental, the central, need of modern society. Management by objectives and self-control should help fill a good part of this need. However, its success depends upon the administrator: in applying MBO he or she must obtain the right results, both with respect to objectives and to management. 
